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B ’s Leadership Regarding Energy
and C imate Change

BM Corporate Environmenta Affars Staff
December 1, 2015



Overview

= |BM’s Energy and Climate Protection Programs

— Areas of Focus and Investment
— IBM’s Operational Goals

— Results
= BM'’s Point of View Regarding “Carbon Neutral”

= Summary



reas of Focus and nvestment

» Energy conservation and reduction of greenhouse gas emissions

— The best kilowatt-hour for climate change is the kilowatt-hour that never
had to be produced and consumed

= Procurement of renewable electricity for IBM’s consumption

= Research, development, and deployment of innovative solutions at a global
scale

— Helping the world at large to reduce energy consumption and greenhouse
gas emissions

— Core to IBM’s business expertise

— IBM'’s technology and solutions have enabled reductions in emissions and
energy savings that far exceed IBM’s own emissions and energy use



IBM’s Jperationa Goa s

= Reduce or avoid global energy consumption each year equal to 3.5% of
IBM’s current year consumption

»  Procure 20% of IBM’s global electricity from renewable sources by 2020

= Reduce operational CO, emissions 35% by year-end 2020 against a 2005
baseline on a global basis



BM’s Operationa Goa s: Our Approach

» |BM sets goals to drive specific, desired outcomes

» Goals are oriented towards current accountability versus being merely aspirational
— Biased towards near term action

— Underscored with documented plans and commitments by line business units
— Present-day expectations are clear, both internally and externally

— Consistent with global leadership

= Horizon is typically 5 to 8 years, recognizing:
— Dynamic nature of IBM’s business

— Rapidly evolving information technology and energy industries

= Sustainability matters

— Goals which meet both environmental protection and business objectives
ensure performance and results can be sustained over time



Results: Energy Conservation and Reduction of
Greenhouse Gas Emissions

= Program in place since 1974; goal in place since 1996

- From 1990-2014 IBM conserved 6.8 billion kwh of energy, avoided 4.2
million tons of CO, emissions, and saved $550 million

» Significant investments and results every year

— For example, over the last 4 years IBM invested over $100 million in energy
conservation and achieved a 6.9% average annual reduction in energy use

+ IBM performs substantially better than its peers, most of whom are at 2%
conservation or less per year (based upon publically available data)

— From 2005 through 2014, IBM has already reduced CO, emissions by over
25%, on top of very substantial reductions prior to 2005



Resu ts: Energy Conservation and Reduction of
Greenhouse Gas Em’ssions (continued)

» Results are driven in three key areas

- Deployment of analytics-based management systems across offices, labs,
and data centers

— Consolidation of server, storage and network equipment to achieve more
work with less power and space

— Continued upgrades to physical plants and core building systems



Resu ts: Procurement of Renewab e E ectricity

= Early and sustained leadership (measuring and disclosing results for 15 years)

= 2014 purchases (excluding divested semiconductor operations): 645,000 MWH or 17.1%
of IBM’s global electricity consumption (not including what routinely comes via grid power)

* To meet our 2020 goal, IBM will need to procure 800,000 MWH of renewable electricity
— This amount of renewable electricity is about equal to the total annual amount of
electricity consumed by each of several other I/T companies from all sources
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Resu ts: Research, Deve opment, and Dep oyment of
Innovative Solutions

= |[BM’s Green Horizon project includes a renewable energy forecasting system which
can help enable more wind and solar power to get onto electric grids

= [BM’s micro-cooling technology is helping to make solar systems more feasible by
enabling 80% of sunlight to be converted to useful energy when combined with
solar concentrator technology

= |[BM’'s Measurement and Management Technology visualizes the thermal profile in
a data center and analyzes corresponding cooling patterns. This allows operators
to make air conditioning more efficient and reduce energy consumption by 15%.

= |[BM'’s Traffic Prediction Tool is powering solutions for traffic management which
reduce congestion, travel times, fuel use, and emissions.

= |BM’s energy efficient server and storage products can achieve up to 95% system
utilization and reduce energy use by 20 to 80% compared to prior technologies



BM’s Point of View Regarding “Carbon Neutra ”

» The direct acquisition of 100% renewable energy to power the global operations of
a large organization across broad geographies is not feasible now or in the
foreseeable future

— Therefore, to assert a claim of being carbon neutral requires the purchase of unbundled
renewable energy certificates (RECs) and/or non-energy offsets (e.g., tree planting)

» |[BM does not plan to purchase unbundled RECs or non-energy offsets for the
purpose of claiming that IBM is carbon neutral. There are numerous inherent flaws:

— Purchasing offsets does not provide direct business value to IBM

- IBM has demonstrably better uses for available money (reduction versus offset;
research & development for global solutions)

— The purchase of offsets to assert and remain “carbon neutral” is of dubious
sustainability and perpetuity

— The quality and veracity of offsets is uncertain in many cases

- Offsets are purely a financial product



unbund ed Renewable Energy Certif cates (RECs)

» Unbundled RECs separate electricity generation from electricity consumption.

— What we want is for utilities to offer renewable energy in the places where we are
located. Purchasing unbundled RECs does not promote that.

» Using unbundled RECs to assert that an organization’s operations and/or
products are 100% powered by renewable energy would be disingenuous.

— If an organization wants to use discretionary money to financially subsidize
renewables, just say that's what you’re choosing to do.
« Don’t contemporaneously announce that you're “carbon neutral.”
— This properly separates an organization’s financial decision to subsidize renewables
from its actual use of energy and its actual carbon status

— It also strips away “public relations” as a motivation

* [BM matches its renewable electricity purchases to the grid regions where it
consumes electricity. IBM directs available funds to reducing its energy
consumption and developing innovative solutions to help others do likewise.



-energy Offsets

* The quantity and timing of emissions reductions created by non-energy offsets are
rather uncertain

» The quality is widely variable
— One must ensure they are credible, additional, and sold only once

— The costs to verify this are a significant part of the overall expenditure, lessening their
appeal

» They provide no direct business benefit and are of dubious sustainability over the
long term



Claims of being “carbon neutra ”

Claims of being “carbon neutral” as a consequence of purchasing offsets can lack
transparency

The general public could believe it is easy or easier to procure and use renewable
energy than it really is

This could lead to unhelpful skepticism regarding financial products that are
directly linked to public relations activities, and it may hurt support for action on
climate change more than it helps

The use of unbundled RECs and non-energy offsets for claims of being “carbon
neutral” or “powered by renewables” should always be completely transparent.
PR can get in the way



Summary

= |BM has sustained a demonstrable commitment to environmental leadership with
documented results for well over four decades

— We published IBM’s 25 annual Corporate Environmental Report in 2015

= |BM invests its available money in reducing GHG emissions via:

— energy conservation
— purchasing renewable electricity for IBM’s actual consumption

— developing products and solutions that enable the world at large to further
reduce GHG emissions



Recognized Leadership

Energy Management and C imate Protection Awards
A sampling from 1992 - 2015

1992 1998
Association of “\%ll.\l\. E.._., bznm
Energy Engineers’ Z7==7. T0 SAVE ENERGY
International Star of Energy
Corporate Energy Efficiency Award
Management Award
2006

USEPA Climate
Protection Award,
inaugural year

USEPA Climate
Protection Award, first
company recognized
twice

2009

2012

CLIMATE
LEADERSHIP
AWARDS

Industrial Energy Technology
Conference Energy Award,
first IT company recogn’zed
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